














































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































State «...4innesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Agency: MINN STATE RETIREMENT SYSTEM

Biennial Change
F.Y. 2000 F.Y. 2001
Agency Summar Actual Actual Budgeted 2000-01 Gov / 1998-99
gency y F.Y.1997 | F.Y.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY PROGRAM:
MN STATE RETIREMENT SYSTEM 216,319 257,467 272,025 282,985 282,985 294,218 294,218 47,711 9.0%
ELECTIVE OFFICERS PLAN 165 171 182 198 198 214 214 59 16.7%
JUDGES PLAN 7,603 9,118 9,959 10,770 10,770 11,630 11,630 3,323 17.4%
LEGISLATORS PLAN 5,945 8,302 5,313 5,743 5,743 6,200 6,200 (1,672) -12.3%
Total Expenditures 230,032 275,058 287,479 I 299,696 299,696 312,262 312,262 I 49,421 8.8%
FINANCING BY FUND:
OPEN APPROPRIATIONS:
GENERAL 3,854 5,651 2,379 5,883 5,883 6,050 6,050
CORRECTIONAL EMPLOYEES RETIRE 6,768 8,754 9,702 10,470 10,470 11,300 11,300
STATE EMPLOYEES RETIREMENT 168,619 197,700 214,904 221,561 221,561 228,281 228,281
HIGHWAY PATROL RETIREMENT 14,749 18,450 20,358 | 21,984 21,984 23,740 23,740
UNCLASSIFIED EMPLOYEES RETIRE 3,698 5,513 6,079 6,376 6,376 6,566 6,566
DEFERRED COMPENSATION 22,485 27,050 20,982 22,594 22,594 | 24,331 24,331
JUDICIAL RETIREMENT 7,603 9,118 9,959 8,885 8,885 9,594 9,594
STATUTORY APPROPRIATIONS:
LEGISLATIVE ANNUITIES 2,256 2,822 . 3,116 1,943 1,943 2,400 2,400
Total Financing 230,032 275,058 287,479 299,696 299,696 312,262 312,262
FTE BY EMPLOYMENT TYPE:
FULL TIME 35.1 36.8 36.8 447 447 447 447
PART-TIME, SEASONAL, LABOR SER 5.6 4.8 4.8 45 4.5 45 4.5
OVERTIME PAY 0.2 0.3 0.3 0.3 0.3 0.3 0.3
Total Full-Time Equivalent 40.9 41.9 41.9 49.5 49.5 49.5 49.5
REVISED
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Agency: MINN STATE RETIREMENT SYS

State of Minnesota
2000-2001 Biennial Budget

BASE RECONCILIATION REPORT
(Dollars in Thousands)

All Funds General Fund Other State Funds Federal Funds
F.y.oo | Fy.o1 | Fy.00 | F.0o1 | F.Y.00 | Fy.01 | F.y.00 | F.Y.01
F.Y.99 BUDGETED 287,479 287,479| 2,379 2,379 285100 285,100 0
BASE ADJUSTMENTS
OPEN APPR. FORECAST ADJ. 12,217 24,783 1,619 1,635| 10,598 23,148 0
SUBTOTAL BASE ADJUSTMENTS 12,217 24,783 1,619 1,635 10,598 23,148 0
BASE BUDGET 299,696 312,262 3,998 4,014| 295,698 308,248 0
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Agency: MINN STATE RETIREMENT SYSTEM

State of Minnesota

2000-2001 Biennial Budget
(Dollars in Thousands)

Biennial Change
F.Y. 200 Y.
Summary of Agency Revenues Actual Actual Budgeted 0 F.Y. 2001 2000-01 Gov / 1998-99
y of Agency F.Y.1997 | F.y.1998 | F.Y.1999 Governor Governor
Forecast Recomm. Forecast Recomm. Dollars Percent
NON-DEDICATED REVENUE:
OTHER REVENUES:

GENERAL 725 655 653 653 653 653 653 (2) -2%

CORRECTIONAL EMPLOYEES RETIRE 14377 13.993 14,717 14,716 14,716 14,716 14,716 722 2.5%

STATE EMPLOYEES RETIREMENT 131.362 147.680 129,490 129.480 129.480 129,480 129.480 (18.210) -6.6%

HIGHWAY PATROL RETIREMENT 9.769 13.163 22,257 9,757 9,757 9,757 9.757 (15.906) -44 9%

UNCLASSIFIED EMPLOYEES RETIRE 7.827 8.462 8.897 8.697 8,697 8.697 8.697 35 2%

DEFERRED COMPENSATION 37.756 53.050 42,045 42.045 42,045 42.045 42,045 (11.005) -11.6%

JUDICIAL RETIREMENT 6.536 8.474 7.427 7.427 7.427 7.427 7.427 (1.047) -6.6%
Total Non-Dedicated Receipts 208.352 245477 225,486 212,775 212,775 212,775 212,775 (45.413) -8.6%
Agency Total Revenues 208.352 245.477 225.486 212,775 212.775 212.775 212,775 i -9.6% |
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State of Minnesota
2000-2001 Biennial Budget

(Doliars in Thousands)

Agency: MINN STATE RETIREMENT SYSTEM
Program: MN STATE RETIREMENT SYSTEM
F.Y. 2000 F.Y. 2001 Biennial Change
Proaram Summa Actual Actual Budgeted Y. 200 2000-01 Gov / 1998-99
g imary F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY ACTIVITY:
DEFERRED COMPENSATION 22,485 27,050 20,982 22,594 22,594 24,331 24,331 (1,107) 2.3%
HWY PATROL RETMNT 14,749 18,450 20,358 21,084 21,984 23,740 23,740 6,916 17.8%
CORRECTIONAL EMPL RETMNT 6,768 8,754 9,702 10,470 10,470 11,300 11,300 3,314 18.0%
UNCLASSIFIED EMPL RETMNT 3,698 5513 6,079 6,376 6,376 6,566 6,566 1,350 11.6%
STATE EMPL RETMNT 165,520 194,359 211,241 217,715 217,715 224,243 224,243 36,358 9.0%
MSRS ADMINISTRATION 3,099 3,341 3,663 3,846 3,846 4,038 4,038 880 12.6%
Total Expenditures 216,319 257,467 272,025 I 282,985 282,985 | 294,218 294,218 47,711 9.0%
FINANCING BY FUND:
OPEN APPROPRIATIONS:
CORRECTIONAL EMPLOYEES RETIRE 6,768 8,754 9,702 | 10,470 10,470 | 11,300 11,300
STATE EMPLOYEES RETIREMENT | - 168,619 | 197,700 214,904 | 221,561 221,561 | 228,281 228,281
HIGHWAY PATROL RETIREMENT | 14,749 | 18,450 20,358 | 21,984 21,984 | 23,740 23,740
UNCLASSIFIED EMPLOYEES RETIRE | 3,698 | 5513 6,079 | 6,376 6,376 | 6,566 6,566
DEFERRED COMPENSATION | 22,485 | 27,050 20,982 | 22,594 22,594 | 24,331 24,331
Total Financing 216,319 257,467 272,025 282,985 282,985 294,218 294,218
FTE BY EMPLOYMENT TYPE:
FULL TIME 35.1 36.8 36.8 44.7 44.7 447 447
PART-TIME, SEASONAL, LABOR SER 5.6 4.8 4.8 45 45 45 45
OVERTIME PAY 0.2 0.3 0.3 0.3 0.3 0.3 0.3
Total Full-Time Equivalent 40.9 41.9 41.9 49.5 49.5 49.5 49.5
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State of Minnesota
2000-2001 Biennial Budget
{Dollars in Thousands)

Agency: MINN STATE RETIREMENT SYSTEM
Program: MN STATE RETIREMENT SYSTEM
Activity: MSRS ADMINISTRATION
EY.2 E.Y. 2001 Biennial Change
Budaet Activity S Actual Actual Budgeted 000 Y. 200 2000-01 Gov / 1998-99
udget Activity Summary F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 1,948 2,124 2,405 2,525 2,525 2,651 2,651 647 14.3%
OPERATING EXPENSES | 1,150 | 1,216 1,258 | 1,321 1,321 | 1,387 1,387 | 234 9.5%
OTHER EXPENSES | 1] 0 o | 0 o | 0 o | 0
SUBTOTAL STATE OPERATIONS 3,009 3,340 3,663 3,846 3,846 4,038 4038 | 881 12.6%
CAPITAL OUTLAY 0 1 0 0 0 0 0| (1) -100.0%
Total Expenditures | 3,099 | 3,341 3,663 | 3,846 3,846 | 4,038 4,038 | 880 12.6%
FINANCING BY FUND:
OPEN APPROPRIATIONS:
STATE EMPLOYEES RETIREMENT 3,099 3,341 3,663 3,846 3,846 4,038 4,038
Total Financing 3,099 3,341 3,663 3,846 3,846 4,038 4,038
FTE BY EMPLOYMENT TYPE:
FULL TIME 35.1 36.8 36.8 44.7 447 447 44.7
PART-TIME, SEASONAL, LABOR SER 5.6 48 4.8 45 45 45 45
OVERTIME PAY 0.2 03 0.3 0.3 0.3 0.3 0.3
Total Full-Time Equivalent 40.9 41.9 41.9 49.5 49.5 49.5 49.5
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2000-01 Biennial Budget

AGENCY: Public Employees Retirement Association (PERA)

AGENCY DESCRIPTION: :
Established by legislative act in 1931, the Public Employees Retirement Associa-
tion (PERA) of Minnesota administers 48 retirement plans in accordance with M.S.
Sect. 353, 353A, 353D and 356. PERAs membership includes more than 211,000
public employees and 2,100 separate governmental subdivisions within the state,
as defined in M. S. 353.01 subdé6.

The mission of PERA is to create opportunities for members to achieve a
successful and secure retirement by providing the highest quality of benefits and
services. PERAs future vision is to be seen by its members as an important part of
their retirement solution because it: 1) develops creative methods that enable
members to make sound retirement and life planning decisions; 2) displays
relentless efforts to protect the fund and provide the best public pension packages;
and 3) delivers exceptional services any time any place.

The agency employs 83 full-time staff and is under the direction of an Executive
Director responsible to a policy-setting 11-member board of trustees. Key business
processes include 1) collecting and managing revenues; 2) maintaining member-
ship records; 3) delivering information services; and 4) issuing benefit and refund
payments.

PERFORMANCE SUMMARY:

Growing membership and legislative changes over the years has significantly
increased the volume and the complexity of the work with little offsetting increases
in staff or technology improvements.

REVENUES:

Member and employer contributions, investment earnings, and income from other
sources cover the liability for present and future benefits. Each membership
category of the defined benefit retirement plans within the association has a
specific contribution and benefit provisions.

B Basic. Includes employees who are not covered by Social Security.
Payroll contribution rates: employee = 8.75% and employer = 11.43%.

B Coordinated. Includes employees who also contribute to Social Security.
Payroll contribution rate: employee = 4.75% and employer = 5.18%.

1

B Correctional. Coordinated regional correctional facility employees with an
additional disability benefit.
Payroll contribution rate: employee = 4.96% and employer = 5.49%.

B Police and Fire. Consists mainly of police officers, fire fighters.
Payroll contribution rates: employee = 7.6% and employer = 11.4%.

B Police and Fire Consolidated. Police officers and fire fighters employed by
local relief associations who transferred administration to PERA.
Payroll contribution rates: employee = 7.6% and employer = 11.4%.

Membership in PERA’s defined contribution plan is limited to elected officials,
physicians and ambulance service personnel. Elected officials and physicians each
contribute 5% of salary to the plan which employers match; contributions for
ambulance service personnel are determined by the employer. Typically,
administrative costs and investment fees represent approximately 1% of agency
revenue. The bulk of expenditures include benefits, refunds and transfers to build
future retirement reserves. Contribution rate changes may result from changes in
actuarial assumptions and other legislative actions.

EXPLANATION OF AGENCY'’S BUDGET PLAN: .
PERA’s strategic plan focuses on redesigning the way PERA delivers its services.
Objectives include improving efficiency and productivity, reducing rework and
hand-offs, and decreasing fragmented work design. Key project initiatives that will
be implemented during the F.Y. 2000-01 biennium include the following:

® Implement and deliver the full range of customer services including general
information, personal information, estimates, education, payments, and
improved appeals processing.

® Define and develop new products and services that improve services and
benefits including legislative initiatives, education modules and new or revised
benefit plans.

B Collect and organize information required to define and deliver services by
capturing data at its source and making it easier for employers to comply with
standardized reporting requirements.

® Integrate internal financial systems, establish linkages with state-wide
accounting systems, and streamline financial reporting of information.

® Build the technology, human resources, and administrative infrastructure
required to deliver the above programs and ensure Year 2000 compatibility.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency’s base budget.
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Agency:

PUBLIC EMPLOYEES RETIRE ASSOC

Program: PUBLC EMPL RETR ASN

State of Minnesota

2000-2001 Biennial Budget

{Dollars in Thousands)

F.Y. 2000 F.Y. 2001 Biennial Change
Program Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
g imary F.Y. 1997 F.Y. 1998 F.Y. 1999 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY ACTIVITY:
PERA ANNUITIES & REF 367,624 440,914 465,008 498,111 498,111 535,442 535,442 127,541 14.1%
PERA POLICE & FIRE 44,091 57,354 59,118 63,552 63,552 68,318 68,318 15,398 13.2%
PERA CONSOLIDATED 47,713 61,622 69,411 74,419 74,419 79,423 79,423 22,809 17.4%
PERA DEFINED 492 520 750 800 800 850 850 380 29.9%
Total Expenditures 459,920 560,410 594,377 636,882 636,882 684,033 684,033 166,128 14.4%
FINANCING BY FUND:
OPEN APPROPRIATIONS:
POLICE AND FIRE CONSOLIDATED 47,713 61,622 69,411 74,419 74,419 79,423 79,423
PUBLIC EMPLOYEES RETIREMENT 364,768 | 438,104 463,598 | 498,111 498,111 | 535,442 535,442
POLICE AND FIRE 44,091 | 57,354 59,118 | 63,552 63,552 | 68,318 68,318
STATUTORY APPROPRIATIONS:
PERA DEFERRED COMPENSATION 492 520 750 800 800 850 850
PUBLIC EMPLOYEES RETIREMENT 2,856 | 2,810 1,500 | 0 o | 0 0
Total Financing 459,920 560,410 594,377 636,882 636,882 684,033 684,033
FTE BY EMPLOYMENT TYPE:
FULL TIME 66.0 68.1 83.0 83.0 83.0 84.0 84.0
PART-TIME, SEASONAL, LABOR SER 3.0 6.8 6.8 6.8 6.8 6.8 6.8
OVERTIME PAY 1.4 2.3 23 2.3 23 23 23
Total Full-Time Equivalent 70.4 77.2 92.1 92.1 92.1 93.1 93.1
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Agency: PUBLIC EMPLOYEES RETIRE A

State of Minnesota
2000-2001 Biennial Budget

BASE RECONCILIATION REPORT
(Dollars in Thousands)

All Funds General Fund Other State Funds Federal Funds
F.Y.o0o | FY.o1 | Fy.oo | FY.01 | FY.o0o | Fy.o1 | Fy.oo | FY. o1
F.Y.99 BUDGETED 592,867 592,867 0 592,867 592,867 0
BASE ADJUSTMENTS
OPEN APPR. FORECAST ADJ. 44,015 91,166 0 44,015 91,166 0
SUBTOTAL BASE ADJUSTMENTS 44,015 91,166 0 44,015 91,166 0
BASE BUDGET 636,882 684,033 0 636,882 684,033 0
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Agency: PUBLIC EMPLOYEES RETIRE ASSOC

State of Minnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Biennial Change
F.Y. 2000 F.Y. 200
s of Agency Revenues Actual Actual Budgeted 1 2000-01 Gov / 1998-99
ummary of Agency F.Y.1997 | F.Y.1998 | F.v.1999 Governor Governor
Forecast Recomm. Forecast Recomm. Dollars Percent
NON-DEDICATED REVENUE:
OTHER REVENUES:
PERA DEFERRED COMPENSATION 1.362 1.467 2,000 2500 2,500 3.000 3.000 2,033 58.6%
POLICE AND FIRE CONSOLIDATED 32.148 56,743 60.000 60,000 60.000 60.000 60.000 3.257 2.8%
PUBLIC EMPLOYEES RETIREMENT 264.699 294284 350.000 400.000 400.000 450.000 450,000 205,716 31.9%
POLICE AND FIRE 65.784 71.888 100.000 125,000 125.000 150.000 150.000 103.112 60.0%
Total Non-Dedicated Receipts 363.993 424,382 512,000 587.500 587.500 663.000 663,000 314.118 33.5%
DEDICATED RECEIPTS:
OTHER SOURCES:
PUBLIC EMPLOYEES RETIREMENT 2,907 2923 1.000 0 0 0 0 (3.923) -100.0%
Total Dedicated Receipts 2.907 2.923 1.000 0 0 0 0 (3.923) -100.0%
| Agency Total Revenues 366.900 427.305 513.000 587.500 587.500 663.000 663.000 310.195 33.0%
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2000-01 Biennial Budget

AGENCY:  Teachers Retirement Association (TRA)

AGENCY DESCRIPTION:

The mission of the Teachers Retirement Association (TRA) is to administer post-
employment benefits for its members. Currently, TRA serves nearly 120,000
active, inactive, and retired members. The management of the Association is
vested in a Board of Trustees consisting of 8 members, 5 of whom are elected from
the active or retired membership. The Board of Trustees appoints an Executive
Director to administer the daily operations of the Association.

At June Active Members Inactive Members  Benefit Recipients

1998 68,247 . 23,751 27,696
1997 68,554 23,009 25,681
1996 68,490 22,211 24,307

EXPLANATION OF AGENCY’S BUDGET PLAN:

The main source of fund revenues are employee contributions, employer
contributions, and income from investments held in trust. The 3 main categories
of expenses are monthly benefit payments, refund of employee contributions plus
interest and administration.

TRA will continue to make accurate and timely monthly benefit payments to
approximately 27,000 benefit recipients. Up to 2,000 new retirees are expected to
be added annually during the biennium. TRA provides preretirement counseling
services in the TRA office and at multiple outstate counseling sites. Benefit
payments account for over 98% of TRA budgeted expenditures.

The main administrative focus beyond the payment of benefits during F.Y. 2000-01
will be the continuation of the reengineering, systems design and development
work of the TRA 2000 Project. The TRA Board of Trustees on 6-11-96 approved
a $6.9 million, 5-year budget to reengineer TRA basic work processes and
modernize the underlying computer data systems. Due to the labor shortage in the
computer programming industry and the Year 2000 issue (Y2K), we believe this
amount is now underestimated. We are presently working to update this budget
estimate for presentation to the Board of Trustees in 1999 prior to the issuance of
the Request for Proposal (RFP) to rewrite our data systems. TRA believes that the
work to administratively prepare for the certain flood of retirees within the next
decade must occur now. Our goal is that with improved processes and rewritten
L

systems, TRA will be ready to meet the administrative challenges of continuing to
offer quality pre-retirement counseling services and to distribute timely and
accurate payments to an ever-increasing base of benefit recipients.

ISSUES AFFECTING AGENCY’S OPERATIONS:

While the number of active members has stabilized in recent years, the number of
benefit recipients has nearly doubled over the past decade. Our actuaries expect
the number of retirees to grow over the next decade as retirees live longer and the
beginning of the “baby boom” generation starts to retire. '

The actuaries predict that the number of retirements annually processed will rise
over 50% to approximately 3,000 in the year 2010. TRA is also experiencing
increasing demand to provide more retirement information earlier in a person’s
career, competition from alternative pension providers and a higher expectations
of customer services from our members. To address these demands, TRA is
reengineering its underlying work processes as part of its TRA 2000 Project. In
early 1999, TRA will implement a project to electronically image its paper
documents into electronic form to improve administrative processing and provide
for disaster recovery. Computer applications, first written nearly 25 years ago, will
be completely rewritten after the underlying administrative process have been
analyzed and reengineered. In the summer of 1999, TRA intends to issue a (RFP)
to procure the necessary analysis and programming services.

A number of new initiatives also are planned:

B establish automated processes to help members obtain account information and
benefit estimates either through telephone or through TRA’s home page on the
world-wide web; ,

B expand and enhance the quality of preretirement presentation and counseling
sessions throughout the state;

8 redesign and improve benefit estimates and other information provided on
annual statements of account for both active and inactive members;

B enhance member education concerning the calculation and importance of their
building TRA benefits through new and revised publications and features on
our world-wide web site.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency’s base budget.
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State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Agency: TEACHERS RETIREMENT ASSOC
Program: TEACHERS RETIRE ASN
Activity:  TEACHERS RETIRE ASN
F.Y. 2000 F.Y. 2001 Biennial Change
Budget Activity Summa Actual Actual Budgeted 2000-01 Gov / 1998-99
9 vy FY.1997 | F.v.1998 | F.Y.1999 Governor Governor
Base Recomm. Base Recomm. Doliars Percent
EXPENDITURES BY CATEGORY:
STATE OPERATIONS
PERSONAL SERVICES 2,701 3,057 3,700 4,050 4,050 4,200 4,200 1,493 22.1%
OPERATING EXPENSES 2,645 2,919 4,682 5,299 5,299 8,299 8,299 | 5,997 78.9%
OTHER EXPENSES 437,871 539,444 666,000 732,000 732,000 800,000 800,000 | 326,556 271%
SUBTOTAL STATE OPERATIONS 443,217 545,420 674,382 741,349 741,349 812,499 812,499 | 334,046 27.4%
LOCAL ASSISTANCE 2 3 0 0 0 0 0 | (3) -100.0%
Total Expenditures 443,219 545,423 674,382 741,349 741,349 812,499 812,499 | 334,043 27.4%
FINANCING BY FUND:
OPEN APPROPRIATIONS:
TEACHERS RETIREMENT 443,219 545,423 674,382 741,349 741,349 812,499 812,499
Total Financing 443,219 545,423 674,382 741,349 741,349 812,499 812,499
REVENUE COLLECTED:
NONDEDICATED
TEACHERS RETIREMENT 373,702 267,451 260,842 273,842 273,842 287,492 287,492
Total Revenues Coliected 373,702 267,451 260,842 273,842 273,842 287,492 287,492
FTE BY EMPLOYMENT TYPE:
FULL TIME 53.9 58.6 58.6 68.0 68.0 68.0 68.0
PART-TIME, SEASONAL, LABOR SER 1.1 25 2.5 25 25 25 2.5
OVERTIME PAY 1.0 15 15 1.5 15 15 15
Total Full-Time Equivalent 56.0 62.6 62.6 72.0 72.0 72.0 72.0
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Agency: TEACHERS RETIREMENT ASS

State of Minnesota
2000-2001 Biennial Budget

BASE RECONCILIATION REPORT
(Dollars in Thousands)

All Funds General Fund Other State Funds Federal Funds
FY.00 | Fy.o1 | Fy.00 | Fy.0o1 | Fy.oo | Fy.o1 | FY.00 | F.v.01
F.Y. 99 BUDGETED 674,382 674,382 0 674,382 674,382 0
BASE ADJUSTMENTS
OPEN APPR. FORECAST ADJ. 66,967 138,117 0 66,967 138,117 0
SUBTOTAL BASE ADJUSTMENTS 66,967 138,117 0 66,967 138,117 0
BASE BUDGET 741,349 812,499 0 741,349 812,499 0
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2000-01 Biennial Budget

AGENCY: Minneapolis Employees’ Retirement Fund

AGENCY DESCRIPTION:

The Minneapolis Employees’ Retirement Fund (MERF) was established in law
in 1919, The fund provides survivor and disability benefits to active members
and retirement benefits to retired members. Members are not covered by social
security and are considered basic plan members. The MERF fund was closed to
new members on 7-1-78. All employees hired after that date are members of the
Public Employees Retirement Association (PERA).

There are currently 1,551 active members in the fund. Employer units, in order
of number of active members, are the city of Minneapolis, Minneapolis Special
School District No. 1, Metropolitan Airports Commission, Metropolitan Waste
Control Commission, and the Minnesota State College and University System.

MEREF is a cost sharing multiple employer plan governed by a 7-member board
and administered by an executive director, who serves under contract with the
board. The city of Minneapolis has 2 voting members on the board, including the
mayor and a representative from the Minneapolis city council. MERF retains
professional money managers to manage the assets of the fund and employs the
services of an investment consulting firm to conduct searches, monitor perfor-
mance and insure compliance with various regulatory requirements. The fund
also has an investment advisory panel that oversees all investment decisions of the
fund.

The fund’s current assets are $1.21 billion and its accrued actuarial liability is
$1.4 billion, for a funding ration of 89.37%. Its current unfunded liability is
$143.6 million.

Current Fund Status:

Retirees 4,906
Deferred Retirements 238
Active Members 1,551
Projected Payroll $70,132,000
Average Age 52
Average Service 25.4
Current Assets $1,207,065
Actuarial Accrued Liability 1.350.683
Funding Ratio 89.37

REVENUES:

Employers and the state are making supplemental payments so that the unfunded
liability will be eliminated by the year 2020. State law (M.S. 422A) establishes
the formula for allocating obligations among contributors. The annual contribu-
tion is based on an annual level dollar payment. Fund employers contribute
2.68% of payroll plus $3.9 million. The remainder is paid by the state up to a
maximum annual contribution of $9.55 million (Laws of 1997, Ch. 345). The
state pays roughly 50% of the total supplemental contribution.

Based on the fund’s actuarial report for 7-1-98, the state contribution may be
decreased to $8.174 million in F.Y. 1999 and $5.892 million per year beginning
in F.Y. 2000. Growth in the value of assets has decreased the unfunded liability
and the need for supplemental contributions.

In addition, M.S. 422A requires that the state pay the full amortized cost of
supplemental benefits for pre-1973 retirees, capped at $550,000 per year and
through F.Y. 2001. Budgeted expenditures are reduced by this amount beginning
in 2002.

GOVERNOR’S RECOMMENDATION:
The Governor recommends a biennial reduction from base funding of $6.216

million for 2000-2001 and an additional biennial reduction of $1.1 million for
2002-2003.
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Agency: MPLS PENSIONS/RETIREMENT

Program: MPLS EMPLOYEE RETIREMENT

State oridfinnesota
2000-2001 Biennial Budget
(Dollars in Thousands)

Activity:  MPLS EMPLOYEE RETIREMENT
E.Y. 2000 Y. Biennial Change
Budaet Activity Summa Actual Actual Budgeted F.Y. 2001 2000-01 Gov / 1998-99
9 v v F.Y.1997 | F.Y.1998 | F.Y.1999 Governor . Governor
Base Recomm. Base Recomm. Dollars Percent
EXPENDITURES BY CATEGORY: | l |
LOCAL ASSISTANCE | 11,005 | 11,005 8,723 | 9,550 6,442 | 9,550 6,442 | (6,844) -34.7%
Total Expenditures | 11,005 | 11,005 8,723 | 9,550 6,442 | 9,550 6,442 | (6,844) -34.7%
FINANCING BY FUND:
DIRECT APPROPRIATIONS:
GENERAL | 11,005 | 11,005 8,723 | 9,550 6,442 | 9,550 6,442
] i ] i
Total Financing | 11,005 | 11,005 8,723 | 9,550 6,442 ] 9,550 6,442
REVISED
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Agency: LOCAL POLICE & FIRE AMORT

State of Minnesota
2000-2001 Biennial Budget
BASE RECONCILIATION REPORT

(Dollars in Thousands)

All Funds General Fund Other State Funds Federal Funds
F.Y.00 | FY.0o1 | Fy.oo | Fy.o1 | Fy.oo | Fy.o1 | Fy.o0 | FY.o01
F.Y.99 BUDGETED 11,602 11,602| 11,602 11,602 0 0
BASE ADJUSTMENTS
OPEN APPR. FORECAST ADJ. <3,046> <4,3575 <3,046> <4,357> 0 0
SUBTOTAL BASE ADJUSTMENTS <3,046> <4,357> <3,046>  <4,357> 0 0
BASE BUDGET 8,556 7,245 8,556 7,245 0 0
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2000-01 Biennial Budget

AGENCY: 1st Class City Teachers’ State Aid

AGENCY DESCRIPTION:

Three teachers’ retirement funds receive special state aid. The largest amounts go
to Minneapolis and St. Paul and are described below. The Duluth Teachers Fund
also receives annual funding to amortize unfunded liability.

The Minneapolis Teachers’ Retirement Fund Association (MTRFA)

The MTRFA was established in 1909 to provide retirement benefits for all certified
personnel of the Minneapolis Public Schools, Special School District No. 1.

The MTRFA is not adequately funded, and has for some time experienced
significant contribution deficiencies. In 1993, the legislature and the Governor
attempted to resolve part of this large, ongoing funding problem. They established
levy authority for the Minneapolis School District and city to raise revenues to
make an additional contribution to the Fund (Laws 1993, Chap. 357, Sec. 3,
modifying M.S. 354A.12).

The law also established a state match of these additional contributions, up to a
maximum of $2,500,000 in any state fiscal year. Hence, the law provides a
potential combined contribution of $5,000,000 each fiscal year to reduce the
unfunded liabilities of the fund.

This state matching aid is paid from the General Fund by the Commissioner of
Finance to the MTRFA upon the conditions that:

B the accrued liability funded ratio of the plan, as of the most recent actuarial
valuation, is lower than that for the statewide Teachers’ Retirement Fund
(TRA); and

® documentation is received demonstrating that the levy(ies) have been certified,
collected and remitted to the MTRFA by the City and/or School District.

The MTREF is also eligible for special direct state aid (law 1997, Chap. 233, Art. 3,
Sec. 4, modifying M.S. 354A.12) in the amount of $12,954,000 annually.

In addition to this State Aid, the agency is eligible for “Redirected Local Police and

Fire Amortization Aid” [Laws 1996, Chapter 438, Article 4]. If investment
performance is sufficient and the Minneapolis Police and/or Fire Relief Associa-
tions pay a “13th check” post-retirement increase, the state Police and Fire
Amortization Aid is reduced by approximately $2.2 million for the year [See Local
Police and Fire Amortization Aid section in this volume]. This amount is then
reallocated among the Minneapolis and St. Paul teacher funds, along with local
volunteer fire relief associations. MPLS-TRFA’s share of that “reallocated aid”
was $1,590,991 in F.Y. 1998.

Beginning 7-1-98, the city and Special School District No. 1 are each required to
make additional contributions to the fund increasing annually to a combined total
of $2,000,000 in 2003.

Funding
Statutory Contributions 28.61%
Required Contributions 28.23%
Deficiency 0.38%
Current Assets $673,209,000
Accuarial Accrued Liability 1.173.412.000
Funded Ratio 57.37%

Plan Participants

Active Members 4,653
Members on Leave of Absence 77
Projected Payroll $194,183,000
Average Annual Earnings 539,160
Average Age 42.7
Average Service 10.1
Service Retirements 2,614
Disability Retirements 21
Survivors 232
Deferred retirements 669
Terminated/Non-vested 1,311

The St. Paul Teachers’ Retirement Fund Association (StP-TRFA)

The StP-TRFA was established in 1909 to provide retirement benefits for all
certified personnel of the Saint Paul Public Schools, ISD #625.
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2000-01 Biennial Budget

AGENCY: 1st Class City Teachers’ State Aid
(Continuation)

The StP-TRFA is receiving insufficient statutory funding to achieve full funding
by the target date of 2020. However, significant improvement has been made in
the past 3 years. In 1996, StP-TRFA became eligible for “Redirected Local Police
and Fire Amortization Aid” (Laws 1996, Ch. 438, Art. 4). If the investment
performance is sufficient and the Minneapolis Policy and/or Fire Relief Associa-
tions pay a “13th Check” post-retirement increase, the state Police and Fire
Amortization Aid is reduced by approximately $2.2 million for the year. This
amount is then reallocated among the Minneapolis and St. Paul Teacher Retirement
Funds, along with local volunteer fire relief associations. StP-TRFAs share of that
“reallocated aid” was $681,000 in 1998.

Under this law the St. Paul School district must also contribute the following
amounts. F.Y. 1998 - $200,000; F.Y. 1999 - $400,000; F.Y. 2000 - $600,000; F.Y.
2001 and thereafter - $800,000.

In 1997, the legislature and the Governor attempted to solve the funding problem
of this fund by creating a statutory appropriation of $4,827,000 on 10-1-97 and
$2,827,000 on 10-1-98 and each October 1 thereafter (Laws 1997, Ch.233, Art.3).
This aid terminates the first year that StP-TRFAs accrued liability equals or
exceeds that of the statewide Teachers’ Retirement Association (TRA) as reflected
in the most recent actuarial report prepared by the consulting actuary of the
Legislative Commission on Pensions and Retirement.

Funding .
Statutory contributions 15.91%
(Combined.employer and em- N -
Required contributions 16.97%

Deficiency (1.06%)' RO N S3Y i
_ Curfent Assets $494,931,000; ’

Actuarial Accrued Liability ~ 7 664:072,000 < T T T
" FundédRatien™ i Temer oo o 74.53%

Plan Participants

Active members

Members on leave of absence
Projected payroll

Average annual earnings
Average age

Average service

Service retirements
Disability retirements
Survivors

Deferred retirements
Terminated/Non-vested

3,805

129
$155,146,000
$40,774

43.8

11.2

1,395
22
178
136
1,011

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency’s base budget.
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State of Minnesota

2000-2001 Biennial Budget

(Dollars in Thousands)

Agency: 1ST CLASS CITY TEACHERS ST AID
Program: IST CLASSCITY TEACHERS STAID ... -
R i Biennial Change
F.Y. 2000 F.Y. 2001
p s ‘ Actual Actual Budgeted 2000-01 Gov / 1998-99
‘ ~“‘?‘9'a“m ummary e F.Y. 1997 F.Y.1998 | F.Y. 1999 Governor Governor
o 4 Base Recomm. Base Recomm. Dollars Percent

EXPENDITURES BY ACTIVITY:

ST PAUL 97 CH230 UNIFORM BILL 556 4,827 2,827 2,827 2,827 2,827 2,827 (2,000) -26.1%

MPLS 93 CH357 MATCHING 2,482 2,482 2,500 2,500 2,500 2,500 2,500 18 4%

MPLS 97 CH230 UNIFORM BILL 0 17,954 12,954 12,954 12,954 12,954 12,954 {5,000) -16.2%

DULUTH 97 CH230 UNIFORM BILL 0 486 486 486 486 486 486 0 0%
Total Expenditures 3,038 25,749 18,767 18,767 18,767 18,767 18,767 I (6,982) -15.7%
FINANCING BY FUND:
OPEN APPROPRIATIONS:

GENERAL 3,038 25,749 18,767 18,767 18,767 18,767 18,767
Total Financing 3,038 25,749 18,767 18,767 18,767 18,767 18,767
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